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LOGISTICS MANAGEMENT INSTITUTE 

Repair and Alteration Services 
at the U.S. Postal Service 

Executive Summary 

The U.S. Postal Service operates about 35,000 facilities encompassing 
255 million square feet of space. They fall into one of two line operations: cus- 
tomer service or processing and distribution. Because of the number of facilities, 
amount of space, and geographic dispersion, the task of maintaining the facilities 
is monumental. That task encompasses repairs of building structures; repairs of 
plumbing, electrical, and other building systems; routine maintenance; preven- 
tive maintenance; and alterations such as expansion or reconfiguration of a facil- 
ity. It also includes work required to comply with environmental regulations 
and regulations concerning access for the disabled. 

Because it was concerned that it may not be accomplishing facility repair 
and alteration (R&A) services in the most timely and cost-effective manner, the 
Postal Service tasked the Logistics Management Institute to look at the Postal 
Service's R&A organization; the resources, or staffing, available to accomplish 
the R&A workload; and the R&A project delivery process. The objective was to 
recommend ways that the Postal Service can improve its R&A program. 

The Postal Service has dedicated employees at all levels who strive to serve 
the best interests of the organization and to provide the best possible R&A serv- 
ices. However, the responsibility for R&A is fragmented; no single office ensures 
that the services are provided appropriately across all postal facilities or coordi- 
nates the efforts of the various R&A providers. The lack of clear lines of author- 
ity and responsibility and the dysfunctional nongeographic approach to 
organization are hindering the ability of staff assigned to R&A to get their jobs 
done efficiently. 

The current distribution of the R&A workload and the resources in place to 
execute it are inequitable and appear to be inadequate. For instance, each district 
has just one architect-engineer; that person may be responsible for up to 1,100 
customer service facilities. In contrast, each area office has six or seven architect- 
engineers on staff whose exclusive responsibility is planning, defining the scope 
of, and administering R&A projects for, an average of 35 processing and distribu- 
tion plants — a ratio of one engineer per five or six facilities. 

The planning of R&A projects at all levels is sporadic and subject to frequent 
change. No uniform system is utilized to evaluate facilities, plan for periodic 
and routine maintenance, or track projects once they have been requested. Addi- 
tionally,  few  inspections  are  being  done,  and  preventive  and  scheduled 
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maintenance is virtually nonexistent. Instead, managers spend most of their time 
handling emergency projects. Contributing to the difficulty in planning projects 
is the lack of Postal Service standards for prioritizing R&A projects. Moreover, 
because money budgeted for R&A expense accounts can be used for other activi- 
ties, the amount of funding available for R&A programs often is reduced, so 
fewer R&A projects can be accomplished. The combination of inadequate plan- 
ning, nonuniform prioritization of projects, and obstacles created by the funding 
procedure results in significant inefficiencies in the process that the architect- 
engineers must go through to do their work, poor resource utilization, and frus- 
tration and miscommunication for all parties. 

Among the changes that the Postal Service should make in its R&A program 
are the following: 

♦ Transfer responsibility for R&A of processing and distribution facilities from 
the Major Facility Offices to the Facility Service Offices. 

♦ Combine R&A responsibility for customer service and processing and distri- 
bution facilities under a single office. 

♦ Create an integrated organization under the USPS's Facilities group for pro- 
viding R&A services. 

♦ Assign R&A responsibility to the local facilities, the districts, or the Facility 
Service Offices according to project type, complexity, and cost. 

Create a distinction between the repair and maintenance function and the al- 
teration function, as well as between the corresponding expertise required to 
perform those functions. 

Create a dedicated expense budget for repair and maintenance activities. 

Eliminate the "use-or-lose" policy for capital R&A projects. 

Implementation of those recommendations will enable the Postal Service to 
simplify and focus its R&A program and to make great strides toward ensuring 
that repair and alteration services are timely, responsive, and of high quality. 

♦ 

♦ 
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CHAPTER 1 

Introduction 

The U.S. Postal Service operates about 35,000 facilities encompassing 
255 million square feet of space. The USPS owns about 25 percent of those facili- 
ties, which constitute 70 percent of the total square footage, and leases the re- 
mainder. 

The Postal Service facilities fall into one of two line operations: customer 
service (CS) or processing and distribution (P&D). The CS facilities are responsi- 
ble for supporting retail sales and for delivery and pickup of the mail; at the local 
level, a CS facility is a post office run by a postmaster. The P&D facilities include 
industrial processing plants, which are responsible for back-of-house bulk sort- 
ing and mass distribution of the mail over large geographic areas, and some mis- 
cellaneous facilities (training facilities, communication sites, etc.); each P&D 
facility is run by a plant manager. 

Because of the number of facilities, amount of space, and geographic disper- 
sion involved, the task of maintaining the CS and P&D facilities is monumental. 
That task encompasses repairs of building structures; repairs of plumbing, elec- 
trical, and other building systems; routine maintenance; preventive mainte- 
nance; and alterations, including structural projects such as expansion of a 
facility or reconfiguration of the layout of a facility and nonstructural projects 
such as remodeling of a lobby. It also includes work required to comply with en- 
vironmental regulations (e.g., asbestos abatement or underground storage tank 
removal) and regulations concerning architectural barriers (handicap access). No 
other facilities organization in the country is faced with an assignment of this 
magnitude. 

The Postal Service has dedicated employees at all levels who strive to serve 
the best interests of the organization and to provide the best possible repair and 
alteration (R&A) services. However, because it was concerned that it may not be 
accomplishing facility R&A in the most timely and cost-effective manner, the 
Postal Service tasked the Logistics Management Institute (LMI) to evaluate the 
way the USPS provides R&A services and to recommend ways that the Postal 
Service can improve its R&A program. 

STUDY APPROACH 

In our assessment of the USPS R&A program, LMI looked at the organiza- 
tion of the Postal Service's R&A staff; the resources, or staffing, available to ac- 
complish the R&A workload; and the R&A project delivery process. As the basis 
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for our assessment, we defined a good R&A program as one that meets the fol- 
lowing guidelines: 

♦ The R&A customer — i.e., the user of the facility — should not have to ex- 
pend a great deal of effort to ensure that the R&A project requested is being 
done. 

The R&A staff should respond to customer requests within acceptable time 
frames, keep customers informed about project status and schedule, coordi- 
nate the work execution schedule with the customer, and administer 
closeout and follow-on warranty items professionally. 

The contractor should do quality work at a fair cost and should be consider- 
ate of the customer, for example, by minimizing noise and maintaining clean 
work areas. 

To obtain information about the Postal Service's R&A program, we inter- 
viewed over 100 postal employees — both R&A personnel and R&A 
customers — at all levels and from all areas of the country, and we visited each 
Facility Service Office (FSO) and one Major Facility Office (MFO). We also at- 
tended meetings of the R&A Task Force, which was established by the USPS to 
recommend improvements to the existing process. Among other things, those 
sources provided information about the R&A workload, R&A practices being 
used throughout the country, and the ability (or inability) of the USPS R&A pro- 
gram to meet customer needs. Field personnel also identified areas they saw as 
opportunities for improvement. 

Because the Postal Service tries to follow private-sector practices where fea- 
sible, we also surveyed 17 large companies. The purpose of the survey was to 
identify practices that are common to corporate R&A programs. We then com- 
pared those practices with USPS practices. 

REPORT ORGANIZATION 

We present our conclusions and recommendations concerning the Postal 
Service's R&A program in Chapter 2. Chapters 3 through 6 present our findings: 

♦ Chapter 3 explains how responsibility for R&A is divided among various 
USPS organizational elements — the FSOs, MFOs, area offices, and district 
offices. 

♦ Chapter 4 discusses the R&A workload and the staffing resources available 
to accomplish that workload. 

♦ Chapter 5 provides a detailed discussion of the current R&A delivery proc- 
ess. 



♦     Chapter 6 compares R&A practices that are common in the private sector to 
those used by the Postal Service. 

An appendix provides detailed data on the number and square footage of the fa- 
cilities maintained by MFOs, FSOs, area offices, and district offices. 



CHAPTER 2 

Conclusions and Recommendations 

CONCLUSIONS 

From a management perspective, one would expect the organizational struc- 
ture and internal procedures used in the R&A delivery process to be simple and 
appropriate, enabling the R&A staff to concentrate on planning and executing 
projects. It would also be reasonable to expect that routine inspections resulting 
in a rolling multiyear (say five-year) R&A plan would become the central mecha- 
nism for executing the R&A program. Projects would be selected and prioritized 
on the basis of a rational system that considers need, return on investment, and 
unit performance, among other criteria. One would expect to find budgeting 
and contracting systems that enable and enhance productivity, not hinder it. 
Staffing would be lean but realistic. Finally, one would expect that the Facilities 
group would work hand-in-hand with the Operations group at all times and 
would play a key role in providing and maintaining appropriate facilities that 
meet operational requirements. 

In reality, what we find at the USPS is quite different from what we would 
expect. The efficient R&A of USPS facilities, which are spread throughout the 
nation, is difficult and easily overlooked in the face of daily pressures to deliver 
the mail and of seasonal emergencies such as floods and hurricanes. Inadequate 
planning, unbalanced workloads, inadequate staff allocations, overreliance on 
indefinite quantity contracts, combined with convoluted and redundant organ- 
izational paths and awkward internal processes, create an organization that has 
problems with morale, wastes funds, and has deteriorating facilities. In short, 
the R&A program is less than effective, and the USPS is on a path towards hin- 
dering mail delivery because of a crumbling facility infrastructure. The follow- 
ing subsections discuss the core issues relating to the Postal Service's R&A 
program. 

Organization 

The responsibility for the R&A of USPS-controlled facilities is fragmented. 
No single internal organization is ultimately responsible for R&A. Instead, R&A 
falls under the domain of 12 different vice presidents. Furthermore, four differ- 
ent organizations within the Postal Service provide R&A services: MFOs, FSOs, 
area offices, and district offices. No single office ensures that the services are 
provided appropriately across all postal facilities or coordinates the efforts of the 
various R&A providers. 



Because of the fragmentation of responsibility, lines of authority overlap, 
guidance and procedures are inconsistent, projects are not delivered as cost- 
effectively as they could be, and building occupants are sometimes confused 
about who is responsible for what and to whom. For example, even though it 
has the appropriate expertise for a particular project, an FSO near a P&D plant 
does not provide R&A services for that plant. Instead, most R&A for P&D plants 
is managed through the Philadelphia or the Memphis MFO. The practice of us- 
ing one of the two MFOs for R&A of P&D facilities, instead of a more conven- 
iently located FSO, generates a large amount of travel and results in less 
oversight of contractor performance. 

The lack of clear lines of authority and responsibility and the dysfunctional 
nongeographic approach to organization are hindering the ability of staff as- 
signed to R&A to get their jobs done efficiently. The organizational segregation 
does not link the various offices with R&A mandates under a common authority 
with a single mission and purpose. Because of that fragmentation, the Postal 
Service cannot take advantage of the closely available expertise nor can it easily 
balance workloads. 

Resources 

The current distribution of the R&A workload and the resources in place to 
execute it are inequitable and appear to be inadequate.1 Specifically, each district 
office has just one architect-engineer (A-E); that individual is responsible for at 
least 70 facilities (Los Angeles District) and may be responsible for up to 1,100 
facilities (Central Plains District). The large number of projects spread over a 
large area makes project planning and execution difficult. In contrast, each area 
office has six or seven A-Es on staff whose exclusive responsibility is planning, 
defining the scope of, and administering R&A projects for an average of 35 P&D 
plants — a ratio of one engineer per five or six facilities. 

Delivery Process 

Two aspects of the R&A delivery process — planning and budgeting — are 
of concern. 

The planning of R&A projects at all levels is sporadic and subject to frequent 
change. No uniform system is utilized to evaluate facilities, plan for periodic 
and routine maintenance, or track projects once they have been requested. Addi- 
tionally, few inspections are being done, and preventive and scheduled mainte- 
nance is virtually nonexistent. Instead, managers spend most of their time 
handling emergency projects. 

Contributing to the difficulty in planning projects is the lack of Postal Serv- 
ice standards for prioritizing R&A projects.  Decisions are arbitrary and appear 

Staffing and financial resources became pivotal issues after the Postal Service was 
reorganized in 1992. 



to be based on political pressures or personal philosophy rather than on what is 
in the best interest of the Postal Service — optimization of the overall facility in- 
ventory. In many cases, the Financial or Operations groups, instead of Facilities 
experts, drive the decisions regarding a facility. 

Another difficulty is that the money budgeted for R&A expense accounts 
can be used for other activities, so the amount of funding available for R&A pro- 
grams is reduced and is uncertain. Consequently, fewer R&A projects are ac- 
complished. Furthermore, the money cannot be carried over from one year to 
the next. That creates a problem because the Facilities people usually are not in- 
formed about the R&A budgets until the second quarter. In effect, project man- 
agers have no more than three-fourths of a year to accomplish the budgeted 
work. This problem is compounded for larger R&A projects in which the time 
frame for design and construction is longer than one year. Without the ability to 
carry over money, the funds must be rebudgeted in the following year, which 
sometimes does not occur. 

The combination of inadequate planning, nonuniform prioritization of pro- 
jects, and obstacles created by the funding procedure results in significant ineffi- 
ciencies in the process the A-E staffs must go through to do their work, poor 
resource utilization, and frustration and miscommunication for all parties. 

RECOMMENDATIONS 

To ensure that repair and alteration services are timely, responsive, and of 
high quality, the Postal Service should make the following changes to its R&A 
delivery system: 

♦ Transfer MFO responsibilities for R&A of P&D facilities to the FSOs. 

The MFOs were created primarily to handle the design and construction of 
complex, multimillion-dollar postal facilities. Because of that specialized fo- 
cus, the MFOs do not respond efficiently to comparatively small and routine 
maintenance projects in locations scattered throughout the country. 

♦ Combine R&A responsibility for CS and P&D facilities under a single office. 

Distinguishing between R&A for CS facilities and R&A for P&D facilities 
leads to an inefficient use of resources. In general, the expertise needed for 
R&A projects is independent of the function of the facility. The distinction 
between CS and P&D was created in part because of a concern that P&D fa- 
cilities were being neglected. However, establishing clear priorities within 
one organization to oversee R&A projects would result in the more effective 
use of resources. The line between CS and P&D R&A is already blurred at 
the local level; managers of CS facilities tend to rely on managers of field 
maintenance operations located in nearby P&D plants to help them with 
small repair and maintenance projects. 



♦ 
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Create an integrated Facilities organization for providing R&A services. 

The USPS occupies a vast number of facilities in order to fulfill its mission of 
delivering the mail. To manage this portfolio of properties effectively from 
both a cost and an operational perspective, all activities associated with the 
existing facilities base need to be performed in a coordinated manner. Typi- 
cally, coordination is done by a property management group responsible not 
only for R&A but also for lease renewals and administration, disposals, and 
alterations. The comparable group in the Postal Service is the Facilities 
group. Ideally, the USPS Facilities organization should have functional re- 
sponsibility and oversight of all postal employees at the various levels who 
perform R&A functions. The R&A units in the area offices and the district 
offices, both now under Operations, should be functionally aligned with the 
FSO. That realignment would allow for a more efficient use of resources 
and the shifting of workload as necessary. By establishing a coordinated 
R&A program, the Postal Service will increase the probability that its facili- 
ties are maintained in a cost-efficient manner. 

Create a distinction between the repair and maintenance function and the alteration 
function, as well as between the corresponding expertise required to perform those 
functions. 

In general, repair and maintenance projects do not require A-E design, while 
an alteration project does. By establishing two specialized categories within 
R&A, the Postal Service is assured of receiving a higher level of quality in 
each area. 

Assign R&A responsibility to the local facilities, the districts, or the FSOs according 
to project type, complexity, and cost. 

Many minor, expense-type, routine maintenance and repair projects result- 
ing from normal wear and tear can be handled efficiently at the local level 
by the local postmaster, the field manager of maintenance operations, or the 
plant maintenance manager. Typical expense-type projects, which have a 
limit of $10,000 and do not require competitive bids, are listed in the new 
postmaster facilities training program. Such projects involve basic construc- 
tion techniques; responsibility for them does not need to be assigned to a 
higher level, unless the local manager decides it is warranted. An effective 
mechanism is needed that allows the local level to make minor repairs in a 
timely manner. 

The district offices should handle larger and more complex repair and main- 
tenance projects. Such projects require more supervision of the contractor 
and A-E expertise to ensure that the price, quality, and scope are acceptable. 
If the Postal Service shifts responsibility for small R&A projects from dis- 
tricts to the local level, the districts can focus their resources and expertise 
on R&A projects to which they can add value. The building inspection pro- 
gram should be reinstituted and become the basis for a five-year capital im- 
provements plan and for the annual R&A expense and capital budgets. The 



Postal Service also should consider raising the current dollar limitation of 
$100,000 to $250,000 (or some amount in that range). 

The FSOs should oversee the entire R&A program in their respective territo- 
ries and be the technical resource for repair, alteration, and renovation work. 
Their responsibilities should include assisting, training, and auditing of the 
districts and postmasters to ensure they perform repairs and maintenance in 
a timely and professional manner, given the monetary constraints. In addi- 
tion, the FSOs should be responsible for any projects involving alteration of 
postal facilities to ensure that designs are in accordance with Postal Service 
standards and that A-E experts review the plans and layouts. 

Create a dedicated expense budget for repair and maintenance activities. 

The annual budget should be based on a specific parameter, such as a dollar 
amount per square foot of USPS-maintained facilities or a percentage of the 
estimated capital asset value of the USPS-maintained facilities. In addition, 
the Postal Service should require that the money be spent only on R&A. 

To optimize R&A delivery, the budgeting process needs to reflect the impor- 
tance of R&A and its benefit to the Postal Service. Facilities are inherently a 
long-term investment. Lack of proper, timely R&A is reflected exponen- 
tially in the dollars spent over the life of a building. 

The building inspection budget should include money for rectifying the de- 
ficiencies, not just for identifying and documenting them. To the extent pos- 
sible, deficiencies should be fixed immediately. Delaying an R&A project by 
holding it for inclusion in the following year's budget will result in scope 
changes as the condition worsens and in increased costs to the Postal Serv- 
ice. It is important that the buildings be inspected routinely to plan not only 
for short-term repairs but also for periodic replacement of major elements 
such as roofs; heating, ventilation, and air conditioning (HVAC); lighting; 
and parking lots. 

The expense budget should be controlled by the organization that is devel- 
oping and implementing the repair and maintenance program. That organi- 
zation should establish priorities for the projects and ensure the overall 
effectiveness of the program. To make planning and prioritization easier, 
the Postal Service should strive to keep the amount budgeted for repair and 
maintenance consistent from year to year. 

Eliminate the "use-or-lose" policy for capital R&A projects. 

This seemingly arbitrary policy makes planning and implementation of 
capital projects difficult because the design and construction cycle typically 
takes longer than a year, and many projects are not authorized until mid- 
year. As a result, documents often are prepared hastily and therefore have 
the potential for omissions and errors that, in turn, result in costly change 
orders. The use-or-lose policy also places an additional burden on Facilities 



personnel at the end of the year to accomplish all of the budgeted work. 
Funding should be project based, not calendar based, to eliminate the end- 
of-year race. 

Implementation of the above recommendations will enable the Postal Serv- 
ice to simplify and focus the R&A program and to make great strides towards ac- 
complishing the daunting task of mamtaining a roof over the Postal Service in a 
timely and cost-efficient manner. 



CHAPTER 3 

USPS R&A Organization 

Within the U.S. Postal Service, the responsibility for performing R&A work 
is spread throughout the organization. It is performed through 107 different of- 
fices and, operationally, is the responsibility of 12 different vice presidents. Fig- 
ure 3-1 is a simplified version of the Postal Service's organizational structure. In 
general, Operations handles all activities involving the day-to-day provision of 
postal services, as well as such functions as human resources and finances. The 
Facilities group handles real estate functions for the Postal Service 
(acquisition — purchase or lease — and disposal of land and buildings, lease ad- 
ministration, etc.) and design and construction of new facilities. 

Postmaster 
General 

Chief Operating 
Officer 

VP Operations 

1 
VP Facilities 

Area Office VP 
(10 offices) 

MFO 
(2 offices) 

FSO 
(10 offices) 

P&D plants 
(230) plants 

District office 
(85 offices) 

Customer service I 
facilities 

(35.000 facilities) | 

Note: Shaded boxes indicate organizations involved in the R&A program. 

Figure 3-1. 
Organizational Structure of the U.S. Postal Service 

Operations and Facilities share responsibility for the R&A program. Opera- 
tions is responsible for funding of and establishing priorities for all R&A projects 
identified by the Postal Service and for executing projects costing less than 
$100,000. Facilities is responsible for all technical aspects of R&A projects (pro- 
viding design guidance, defining standards, etc.) and for R&A contracts; it also is 
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responsible for executing all R&A projects costing more than $100,000 and all 
R&A projects involving compliance with Federal regulations. 

Both Operations and Facilities are aligned according to the CS and P&D or- 
ganizational concept; that is, each is structured in such a way that some offices 
focus on CS facilities and others focus on P&D facilities. Within the Operations 
group, 10 area offices oversee the operations of the P&D plants and of the district 
offices within their respective territories. Each of the 85 district offices, in turn, 
oversees the operations of the CS facilities in its district. Within the district of- 
fice, an Area Service Office (ASO) administers R&A projects. Similarly, within 
the Facilities group, 2 MFOs support the P&D plants, and 10 FSOs support the 
CS facilities in their assigned territories. Thus, no single USPS office oversees the 
entire R&A program. Instead, each of the 12 vice presidents — the Facilities vice 
president, the Operations vice president, and 10 area vice presidents — oversees 
some portion of the R&A program. (The shaded boxes in Figure 3-1 indicate the 
offices involved in the R&A program.) 

The division of R&A responsibility, in terms of project cost and organiza- 
tional entity, is depicted in Figure 3-2. Some overlap exists among the four or- 
ganizations involved in R&A. For example, an MFO or FSO may delegate 
responsibility for a project costing more than $100,000 to the appropriate area or 
district office. Conversely, an MFO or FSO may decide to administer a project 
costing less than $100,000 if the project is complex or if the field organization is 
overloaded with other projects. In addition, local plant managers and postmas- 
ters may administer specific types of R&A projects — for example, repairing 
doors/hardware, fixing roof leaks, filling parking lot potholes, and 
painting — that cost less than $10,000.a 

R&A projects 

• P&D facilities 
• > $100,000 

• CS facilities 
• > $100,000 

• P&D facilities 
• < $100,000 

• CS facilities 
• < $100,000 

Figure 3-2. 
Division of R&A Responsibility 

^his authority was given to postmasters recently and is being implemented. 
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Not only is the responsibility for R&A dispersed throughout the Postal Serv- 
ice, but the territories are not aligned consistently with the geographic bounda- 
ries of the 10 area offices. Figures 3-3 through 3-5 are maps depicting the 
territories of the MFOs, FSOs, and area offices, respectively. 

The diffuse organizational and geographic responsibility for the R&A pro- 
gram makes planning and coordinating R&A projects difficult. Frequently, one 
office does not know what another is doing. Thus, an area office may repave a 
parking lot at a P&D plant only to have the MFO tear up a portion of the lot to 
provide more dock space. Numerous other examples of coordination problems 
leading to wasted resources were cited by field personnel. 

Field personnel also cited cases in which all four R&A organizations were 
involved in R&A projects on one building. That situation can occur when P&D 
plants are collocated with CS facilities. In those cases, disputes often arise re- 
garding who pays for what, and staging problems may occur when numerous 
contractors are working in the same area of a building. Problems involving coor- 
dination of multiple projects within the same facility waste money, frustrate the 
occupants of the facility, and require that R&A project managers spend addi- 
tional time and effort to coordinate projects with their counterparts. 
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CHAPTER 4 

USPS R&A Workload and Resources 

NUMBER OF FACILITIES 

The total R&A workload, in terms of the number and area of USPS-operated 
facilities, is summarized in Table 4-1. The USPS is fully responsible for R&A of 
the facilities it owns — 8,800 facilities consisting of 177 million square feet of 
space. The Postal Service also retains some responsibility for R&A of the large, 
operationally complex facilities that it leases. However, R&A of most of the fa- 
cilities that it leases — 55 percent of all USPS-operated facilities, or 20 percent of 
the square footage — is the responsibility of the lessor. 

Table 4-1. 
Distribution and Maintenance Responsibility of USPS Facilities, 
by Number and Area 

Facility type 

USPS Lessor USPS/lessor 

Number Area Number Area Number Area 

All USPS facilities 

Customer service only 

Processing and distribution only 

8,800 

8,400 

400 

177 

93 

84 

19,950 

19,800 

150 

44 

40 

4 

7,100 

7,000 

100 

32 

28 

4 

Note: Area is in millions of square feet. 

The distribution of the P&D and CS facilities among the four organizations 
involved in R&A can be summarized as follows: 

♦ Each MFO supports R&A services for about 250 P&D facilities. About half 
of these are industrial processing plants; the remainder are miscellaneous fa- 
cilities.1 The facilities are distributed among 10 Operations territories; each 
has from 30 to 60 P&D facilities, which are overseen by an area office. 

♦ Each FSO maintains 500 to 1,400 CS facilities. Like the P&D facilities, the CS 
facilities are distributed among 10 Operations territories, or 85 districts. 
Each district has 25 to 300 CS facilities. In some districts, those facilities are 
spread over hundreds of square miles. 

1 Miscellaneous facilities include such sites as trailers, training facilities, communica- 
tion sites, and military installations. 
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A detailed breakdown of the number and square footage of facilities maintained 
by each of the four organizations is provided in the appendix. 

NUMBER OF R& A PROJECTS 

In terms of the number and dollar value of projects completed, the USPS 
R&A workload in FY93 totaled 8,600 R&A projects valued at $227 million.2 

About 7,300 of those projects, or 85 percent, involved R&A of CS facilities and 
were handled by the district ASOs. The value of the district projects (each of 
which involved contract awards of less than $100,000) totaled around $100 mil- 
lion. About 1,050 projects, or 12 percent, were completed by the area offices for 
the P&D plants; those projects had a total value of about $22 million. The re- 
maining projects — generally those valued at more than $100,000 — were di- 
vided about equally between the MFOs and the FSOs. 

The districts accounted for 44 percent of the total dollar value of the FY93 
R&A workload, the area offices accounted for about 10 percent, and the MFOs 
and FSOs each accounted for 23 percent. 

The FY93 data are not representative of a typical year in terms of the num- 
bers of actions or the total dollars spent for R&A because the USPS was some- 
what paralyzed by the dramatic reorganization announced late in 1992. For 
example, although we do not have complete data for FY94, the MFOs and FSOs 
completed nearly 1,200 projects, valued at around $241 million, compared with 
the 250 projects, valued at $105 million, completed in 1993.3 

STAFF RESOURCES 

The R&A workload is generally managed by A-Es. The distribution of A-Es 
among the four organizations involved in R&A can be summarized as follows: 

♦ The MFOs and FSOs each have 6 to 10 A-Es. That staff manages both design 
and construction projects and R&A projects. 

♦ Each area office has a staff of six to eight general engineers who manage 
R&A projects of up to $100,000 for the P&D facilities. The area office A-Es 
generally work full-time on R&A projects. They may be assisted, on a part- 
time basis, by facilities engineers. 

♦ Each district ASO has one full-time person to handle design and construc- 
tion. That person, who may or may not be an A-E, manages R&A projects of 
up to $100,000 for the CS facilities. As a practical matter, various other peo- 
ple within the district office help with R&A projects on an informal basis. 

2 Based on FMS data base reports. 
3 Based on September 1994 Manager's Conference, Norman, Okla.   R&A workload 

data were not available for area offices and districts at the time of this writing. 
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At the local level, each district has a maintenance group comprising a man- 
ager of field maintenance operations and three to four maintenance technicians 
and specialists. That group is collocated in a P&D plant and reports to the plant 
maintenance manager. Those personnel are unionized employees who have ex- 
pertise in repairing and maintaining mechanical equipment, such as dock level- 
ers and lock boxes. In addition, postmasters often rely on them to help execute 
small R&A projects managed at the local level. In some cases, a postmaster will 
routinely put all R&A requests through the manager of field maintenance opera- 
tions who then forwards them to the district or FSO. 

The district ASO staffs appeared to be overwhelmed because they are ex- 
pected to handle an unrealistic workload. The extreme example is the Central 
Plains District in the Midwest Area Office in which one person is responsible for 
1,120 facilities. In contrast, the Royal Oaks District in the Great Lakes Area Of- 
fice has one staff member for 97 facilities. The average number of facilities per 
district is 400. 

The only way the district A-E staffs can execute the many R&A projects for 
which they are responsible is to rely almost exclusively on indefinite quantity 
contracts (IQCs). Those staffs use IQCs not only for completion of the R&A pro- 
jects, but also for A-E support tasks. Although IQCs are appropriate for some 
applications and should be used as intended, they may be costlier than simpli- 
fied purchase contracts for many situations. Thus, the Postal Service does not al- 
ways get the best value from already limited funding. 

The ability of the Postal Service to deliver cost-effective R&A projects 
through the districts is further hampered by the following issues: 

♦     The skill level of the A-E staff varies extensively among the districts. 

♦ 

♦ 

♦ 

A-Es have a limited career path because they are considered Operations staff 
yet are not performing operational duties. 

Since the A-Es report to the district office, they can be assigned non- 
Facilities tasks, which may or may not be in the best interest of Facilities. 

While the FSO provides the A-Es with contracting authority, the FSO's more 
experienced technical staffs have no oversight or control over the work per- 
formed by the district offices. 
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CHAPTER 5 

USPS R&A Project Delivery Process 

All Postal Service organizations involved in providing R&A services use the 
same general project delivery process. Figure 5-1 depicts the major steps of the 
USPS's R&A delivery process. The following sections describe each of the steps. 

Project identification 

Cost estimation 

Budget/capital planning 

Project activation/approval 

Solicitation/work order 

Negotiation with contractor 

Award/NTP 

Ongoing project inspection 

Acceptance/payment 

Closeout 

Figure 5-1. 
R&A Delivery Process at the USPS 

PROJECT IDENTIFICATION 

Potential R&A projects may be requested by local postmasters or plant man- 
agers, identified during periodic facility inspections, or required by Headquar- 
ters. The majority of R&A projects are requested by local postmasters, either 
when a need arises (emergency requests typically constitute half of all R&A pro- 
jects) or as part of a wish list, which usually is solicited once a year by the district 
offices. Typically, each district decides which R&A projects merit the most imme- 
diate attention and develops a list, in order of priority, that incorporates existing 
work and potential R&A projects for CS facilities. A similar process is used by 
the area offices for the P&D facilities. 

19 



Postal Service facilities used to be inspected periodically by maintenance en- 
gineers to develop periodic or preventive maintenance requirements. Inspec- 
tions are supposed to be conducted on a regular basis (anywhere from one- to 
five-year intervals depending on the facility), but since the reorganization of 
1992, regular inspections have not occurred. In fact, to our knowledge, no in- 
spections have been conducted at all. Outside inspectors who identify projects 
include personnel from the Occupational Safety and Health Administration and 
the Environmental Protection Agency as well as local code authority building in- 
spectors. Those inspections may result in the identification of R&A projects. 

Projects required by Headquarters include those needed to comply with na- 
tional regulations (compliance with national handicap access laws, for example), 
as well as those instituted by the Postal Service, for application nationwide. 

The project identification process for R&A, particularly the preventive main- 
tenance functions, is generally reactive rather than proactive. According to field 
interviews, the reason cited most often is the lack of regular facility inspections. 
Offices at the local level do not have enough staff with facilities expertise to per- 
form regular inspections. Nor are budget resources sufficient to allow for con- 
tracted inspections. Since USPS management has not placed a priority on facility 
inspections, the scarce funds at the local level are spent elsewhere. 

BUDGET/CAPITAL PLANNING 

R&A budgets include both expense and capital accounts, depending on the 
nature of the work to be accomplished. 

The budgeting and capital planning process is performed once a year as part 
of the annual budgeting activity for the upcoming year. As part of this process, 
each area office establishes the R&A budgets for the districts it oversees. The 
overall funding levels depend on the number and priority of new R&A projects 
identified by the districts, as well on the number of R&A projects continuing 
from previous years. 

The R&A budget is part of the Operations budget. In other words, the Fa- 
cilities staff as well as Operations staff who perform R&A work have the author- 
ity to contract for the use of funds to complete R&A projects, but the control of 
the funding for any project remains outside of the R&A staff. As a result of the 
budgetary control remaining outside the R&A program, annual expense money 
budgeted for R&A projects can be used on non-R&A projects. Several offices re- 
ported that expense money originally designated for R&A projects was used to 
pay for operational overtime work. Also, anecdotal reports by various offices in- 
dicated that fully one-third to one-half of all R&A projects are unplanned. 
Moreover, many planned projects get deferred because funds are used for emer- 
gency or unplanned projects. Consequently, the amount of money available for 
R&A is a moving target, which results in the inefficient use of resources. 
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SCOPE-OF-WORK DEFINITION/COST ESTIMATION 

The project manager is responsible for defining the scope of work and esti- 
mating project costs. The project manager generally determines the scope of 
work for smaller projects through telephone conversations with people located at 
the facility or through a site visit to the facility, then estimates costs. For larger 
or more complex projects, the project manager may use outside consultants to 
produce drawings and a detailed scope of work as well as to estimate project 
costs. In some cases, such as when equipment needs to be replaced, the project 
manager may estimate project costs by soliciting local bids. 

PROJECT APPROVAL/PROJECT ACTIVATION 

The completed scope of work and cost estimate are sent to the customer 
(Operations) for review and approval. Next, funds are committed to the project. 
This is accomplished through a "not-to-exceed" amount by the person within the 
organization with the necessary budget authority. The R&A project manager 
then has the authority to contract for the work. 

SOLICITATION/ WORK ORDER 

The type of contract utilized depends on the size of the R&A project and the 
time pressure to complete the work. Minor R&A work (less than $100,000) is 
contracted through one of two vehicles — an IQC or a simplified purchase con- 
tract. IQCs are generally used when the quantity of work can be specified; 
painting, paving, and roofing are examples of such work. Simplified purchase 
contracts are used for most other types of work. 

An IQC is a preestablished contract that outlines prices for specific items of 
work. They can be used for both design and construction work. For any appro- 
priate R&A project, the project manager issues a work order against the IQC; the 
work order specifies the quantity of work required to complete the project. 
When the work order is completed, the funds are committed to the contractor 
immediately. Each district generally has at least three IQCs in place. The finan- 
cial limit of each IQC is $1 million, and no work order may exceed $100,000. 

The IQCs are prepared by the FSOs. Many FSOs reported that the process to 
establish the IQCs for the districts is time consuming; the solicitation process re- 
quires extensive reviews of the bids before an award can be made. Furthermore, 
it is difficult for small, local contractors to qualify because they must provide a 
bond for the entire amount of the IQC when it is awarded. The bonding require- 
ment means that districts may be limited to contractors that are less accessible. 
As a result, some districts have complained about the quality and responsiveness 
of the IQC contractors. 

21 



The IQC form of contracting is useful because it enables quick response to 
problems. And since it requires only a work order to initiate a task, the IQCs are 
easy for the district employees to use. However, because of the ease of use, the 
IQCs often are used when a simplified purchase contract would get the work, 
done at less cost to the Post Office. 

A simplified purchase contract requires that the project manager solicit bids 
from several (at least three) contractors; the contract is awarded based on price. 
If the cost estimate for the project is over $50,000, the project must be advertised 
in the Commerce Business Daily; however, many R&A projects in the districts are 
below this dollar threshold. 

For R&A projects expected to cost more than $100,000, the project managers 
use the competitive bid process, which is time intensive. When design work is 
required, the project manager generally issues two contracts: one for design and 
one for construction. However, the USPS also has been testing design-build con- 
tracts. Use of such contracts simplifies the solicitation process somewhat because 
only one contract is issued. 

AWARD /NOTICE TO PROCEED 

Once an agreement is reached and signed with the contractor, the R&A pro- 
ject manager issues the contractor a notice to proceed. For projects costing less 
than $25,000, that notice can be issued immediately because the contractor is not 
required to provide a bond. A notice to proceed on projects costing more than 
$25,000 is issued after the contractor obtains a bond, which usually takes two to 
four weeks. In the case of IQC contracts, the bond is already in place. 

ONGOING PROJECT INSPECTION 

Contractor progress and performance is monitored throughout the duration 
of the project. For small projects, project managers generally use a contracting 
officer's representative (COR) to oversee the day-to-day activities of the contrac- 
tor. The COR is a USPS employee who works at or near the facility where the 
project is being performed and who agrees, in writing, to be responsible for that 
oversight. 

For larger projects that are beyond the capability of local postal employees to 
oversee, project managers usually make regular site inspections to ensure the 
quality and integrity of the work. If the magnitude of a project is such that the 
project manager is not able to provide the necessary supervision at the job site, 
he or she will hire an A-E firm to act as the owner's representative during con- 
struction. 

Many R&A project managers believe they rely too heavily on CORs for in- 
specting work and ensuring quality.  That reliance is a problem because CORs 
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generally do not have construction training. However, because of their large 
workloads and geographically dispersed facilities, many R&A project managers 
have no choice. 

PROJECT PAYMENT/ACCEPTANCE 

Payment for projects is authorized by the person responsible for the ongoing 
project inspection. As the contractor performs according to the terms of the con- 
tract, payment is authorized. 

PROJECT CLOSEOUT 

The project is closed out when the project manager and the acting represen- 
tatives agree that the contractor has fulfilled the obligations of the contract. For 
large projects, this process can be lengthy and time-consuming. 
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CHAPTER 6 

Comparison of USPS and Private 
Industry R&A Practices 

Because the Postal Service tries to use proven private-sector practices where 
feasible, we surveyed 17 companies to identify facilities and property manage- 
ment practices that are common to corporate R&A programs and that might be 
appropriate for incorporation in the USPS R&A program. Among the 17 compa- 
nies we surveyed were WalMart, JC Penney, Amoco, Pizza Hut, Taco Bell, 
Southland Corporation, and Marriott. Our analysis of private industry showed 
that no two companies organized their R&A programs in exactly the same way. 
In general, however, the companies have a number of common elements, which 
are described in the following sections. Where appropriate, we also compare 
those elements with USPS practices. 

It is important to remember that, since the USPS is a government agency, it 
cannot always use proven private-sector practices. Unlike the Postal Service, pri- 
vate companies do not have to adhere to the myriad Federal procurement regula- 
tions such as those specified in the Davis-Bacon Wage Act and the Fairness in 
Competition Act. Additionally, no private-sector company has the number of fa- 
cilities that the USPS does. The sheer size of the Postal Service creates some 
unique R&A management and execution challenges. Those differences should 
be considered when determining reasonable performance expectations. 

ORGANIZATION 

At some point in the corporate structure, a single individual or office is held 
accountable for the company's repair and maintenance operations. That is true 
whether the R&A program is administered locally or centrally. In general, the 
entity that oversees the R&A program determines the R&A policies, allocates 
budgets, and measures the overall effectiveness of the program. That approach 
enables the company to ensure that resources are being used appropriately and 
that a given level of quality is being achieved. 

In contrast, the USPS splits responsibility for R&A projects between two 
functional elements: Operations and Facilities. In addition, the Postal Service 
has no clearly defined policies regarding goals of the R&A program, no consis- 
tent system for establishing priorities, no defined budget for R&A, and no clear 
measures of the effectiveness of the program. 
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RESOURCES 

Finances 

A corporate R&A program manager has a set budget to allocate among 
many potential R&A projects. Having the R&A manager decide how to allocate 
limited resources among projects means that the person with the most knowl- 
edge regarding the entire project workload decides which projects should be un- 
dertaken when. By utilizing that expertise, the overall facility R&A function 
benefits. 

In contrast, the R&A project manager in the USPS must obtain funding for 
projects from someone else's budget. This removes project planning and prioriti- 
zation from the USPS staff who have the expertise to best make that determina- 
tion. Compounding this problem, the various districts or areas have different 
budgetary priorities and ideas about how much funding is appropriate for facili- 
ties work, regardless of what the project manager feels is appropriate. If the 
R&A project managers do not have a specific budget, the R&A program will al- 
ways be subject to control by internal politics and the Postal Service will be un- 
able to optimize the effectiveness of its investments in facilities. 

A corporation tends to approve and fund capital R&A projects using budg- 
eting criteria that are similar to those used for justifying new construction pro- 
jects. The capital budgeting criteria typically include both quantitative and 
qualitative measures to determine project priorities and the overall financial 
soundness of the investment. Quantitative measures include the internal rate of 
return, net present value, return on investment, and return on assets. Those 
measures weigh the cost of the investment against the projected increase in reve- 
nues (or the ability to preserve current revenues). Qualitative factors vary but 
can include customer and worker safety, the image that the facility portrays to 
the public, compliance with government codes and regulations, risk associated 
with market conditions that may be difficult to quantify, and general corporate 
strategy. 

For example, a company may justify the expenditure of money to improve 
the entrances and exits to a facility with poor sales if the company determines 
that the improvement will result in higher sales that are sufficient to meet a mini- 
mum internal rate of return. In contrast, a company may not be able to justify 
spending money to renovate a facility with average sales if local economic condi- 
tions are declining, which results in deteriorating sales each year. In such a 
situation, even with an optimal facility, the sales are being driven by local eco- 
nomic conditions, so the projected return on the investment will not be sufficient 
to meet the established corporate minimum. 

The Postal Service is not investing enough in the repair and maintenance of 
its facilities. The Postal Service estimates that its annual expenditure on R&A is, 
at best, $0.45 per square foot. In contrast, the amount spent on building repair 
and maintenance  in  1992 by  a variety  of government  and private-sector 
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Staffing 

organizations ranged from $1.00 to $1.75 per square foot. Clearly, repair and 
maintenance of its facility assets is not a priority with the Postal Service as a 
whole; instead, it has a penny-wise, dollar-foolish approach. The net result of 
underinvesting in R&A is that the facilities consume themselves. In other words, 
a relatively simple repair project that does not get done quickly becomes a major 
replacement project. 

Regardless of the mix between in-house staff and contract/consultant sup- 
port, companies have very lean real estate and facilities staffs. And those staffs 
are given the tools, resources, and authority to get the job done. 

As an example, a prominent national discount retail chain with about 2,500 
stores has a staff of eight maintenance managers to oversee the maintenance and 
repair of its owned facilities.1 Each manager is responsible for the major mainte- 
nance and repair of the building structures and parking lots of about 135 facili- 
ties, or about 12 million square feet of space. They are not, however, responsible 
for the maintenance and repair of HVAC and refrigeration systems. The HVAC 
systems of all the stores (both owned and leased) in this retail chain are moni- 
tored by a state-of-the-art, commercial energy management system to minimize 
the number of failures and emergency repairs. The systems are monitored 
around the clock by a team of 60 professionals working two 12-hour shifts; the 
system activates an alarm when a failure or variation in energy consumption oc- 
curs. Similarly, the refrigeration systems are monitored by a group of 
20 personnel using a consumption monitoring system that works exclusively on 
refrigeration equipment. 

All maintenance and repairs to building structures, parking lots, HVAC sys- 
tems, and refrigeration systems are carried out by a maintenance department, 
which is staffed with about 90 personnel distributed throughout the country; the 
maintenance staff responds to maintenance problems on a timely basis, as well as 
performs routine maintenance and inspections. Altogether, this national discount 
retail chain has 186 staff members tasked with ensuring the smooth delivery of 
R&A services to its inventory of facilities. 

For comparison, a typical USPS FSO (including area office and district re- 
sources) handles roughly the same number of facilities as the national retail 
chain described above but has a fraction of the resources, as shown in Table 6-1. 

1 Another contingent of eight property managers manage the R&A improvements on 
leased property via the landlord. A property manager may enlist the assistance of a 
maintenance manager in getting R&A projects completed if a landlord is unable or un- 
willing to comply with maintenance or alteration requests. 
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Table 6-1. 
Comparison ofUSPS and Retail Chain R&A Staff Resources 

Discount retail chain USPS FSO 

Staff type Number Staff type Number 

Maintenance managers 

HVAC repair staff 

Energy management department 

Refrigeration department 

Property managers 

8 

90 

60 

20 

8 

D&C staff 

Area office engineers 

District staff 

10 

8 

17 

Total 186 Total 35 
a Includes one architect-engineer and one space planner per district. 

DELIVERY PROCESS 

Contracting Authority 

Companies give divisional or regional offices broad contracting authority 
and allocate some contracting authority at the local level. In general, companies 
(particularly those with geographically dispersed operations) tend to allocate 
contracting authority to the lowest levels necessary to respond to needs effec- 
tively. Contracting authority at the regional office level is common. 

Given the current allocation of staff with contracting authority, the USPS ap- 
pears on par with private industry in terms of the distribution of contracting 
authority throughout the organization. The idea, under consideration, of con- 
solidating contracting authority within the Postal Service would be counter to 
practices within private industry and counter to guidance from the postmaster 
general to delegate responsibility and authority to the lowest practical level of 
the organization. 

Project Approval 

Companies require that large facility projects, including R&A, be approved 
by corporate headquarters. All companies have some dollar threshold beyond 
which corporate approval must be obtained for a facilities-related project. Natu- 
rally, that dollar threshold varies according to the type of industry, nature of the 
project^ and the management philosophy of corporate headquarters. 

The USPS requires that projects over $500,000 be approved by Headquarters. 
The majority of R&A projects fall below that threshold, but some alteration pro- 
jects, particularly for P&D facilities, are large enough that they require approval 
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from Washington. While many field offices reported that the Headquarters ap- 
proval process is cumbersome, the threshold, when compared to private indus- 
try, appears reasonable. 

Program Administration 

Whether approval is made at the corporate or regional headquarters, most 
companies administer R&A at the lowest practical level in order to make it effec- 
tive. Although some companies centralize the R&A function at their headquar- 
ters, the majority of companies tend to push the responsibility of implementing 
R&A projects down to the lowest practical level. Only WalMart has centralized 
the administration of R&A at its headquarters; even so, it relies on a contingent 
of maintenance personnel in the field who perform on-site repairs and mainte- 
nance and conduct inspections. 

A case for centralizing the R&A function can be made only for an organiza- 
tion with a reasonable span of control. Given the Postal Service's facility inven- 
tory of over 34,500 CS and 500 P&D facilities, and the resulting R&A workload, 
centralizing the R&A function at USPS Headquarters is simply beyond the realm 
of what could be prudently managed. It is important to note that the USPS is 
virtually unmatched by any company in the private sector in terms of the num- 
ber of facilities it manages. Table 6-2 illustrates this point. Large, national retail 
companies have only a fraction of the number of facilities that the USPS man- 
ages. Even the largest of retail operations that we encountered, WalMart, has 
only 2,500 stores nationwide, about the size of just one FSO and not even 10 per- 
cent of the total USPS facility inventory. 

Table 6-2. 
Comparison of Inventory Sizes of USPS and Private-Sector Companies 

Organization Number of facilities 

USPS 35,500+ 

WalMart3 2,440 

JC Penney" 2,410 

K-Martc 2,370 

Southland Corporation (7-11 stores)" 2,327 

McDonald's Corporation6 1,433 

Federal Express* 1,126 

Sources: Most current company annual reports and/or 10-K forms. 
a Includes WalMart, Sam's Clubs, and Supercenter stores in the United States only. 
"Includes JC Penney stores, catalog units, and drugstores. 
c Estimated number of stores after current renovation program is complete. 
"Includes company-operated stores in the United States and Canada. 
8 Includes company-operated stores in the United States. 
'Includes company headquarters, administrative offices, warehouses, city station operations, as well as 

service centers. The company operates about 29,500 drop boxes distributed nationwide. 
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The USPS should follow the private-sector example of implementing R&A at 
the lowest level. Doing so means that most of the R&A work now handled by 
the MFOs should be transferred to the FSOs and area offices. The exception may 
be large alteration projects involving a significant amount of fixed mechaniza- 
tion. Also, some R&A projects being administered by the FSOs could be handled 
by the districts. The Postal Service has increased the postmaster's ability to han- 
dle small R&A projects with a $10,000 limit. That practice is similar to the ap- 
proach used in the private sector, which generally holds local managers 
responsible for small, quick-response R&A work. 

It is important to note that, if R&A responsibility is delegated to a different 
organization within the Postal Service, appropriate resources (both finances and 
staffing) also must be allocated to accommodate the changed workload. 

Contracting 

Private industry tends to contract or outsource much of the design and con- 
struction functions associated with R&A. 

With much of corporate America engaged in downsizing, there is a marked 
emphasis on keeping the costs of overhead functions as low as possible, particu- 
larly in industries that are extremely price competitive. As a result, some compa- 
nies have been experimenting with the use of national or regional partnering 
arrangements with contractors to minimize the source-selection effort and meet 
desired quality standards. For example, companies engaging in periodic face- 
lifts to their facilities often contract the work on a regional basis; that is, one com- 
pany has the contract for work in an entire area or region of the country. Others 
have gone so far as to outsource the entire facilities/realty management function 
to a third-party brokerage and property management firm. That practice works 
well for companies that are growing rapidly and do not have the resources to de- 
vote to facilities management. 

The Postal Service has made great strides in the past five years towards em- 
ploying contractors to perform R&A work while retaining project management 
control. However, given current staffing constraints and the large amount of 
R&A work, there are opportunities to use outside resources more extensively. 
For example, a contractor could conduct all routine inspections of postal facili- 
ties. Regional and local offices should have the flexibility to decide what parts of 
the R&A program to further outsource or contract. Again, Federal government 
contracting procedures hamper the ability of the Postal Service to obtain prices 
that are comparable to those obtained in the private sector and to negotiate freely 
with potential contractors. 

Capital Planning 

The trend in private industry with respect to facilities is away from the 
traditional approach of managing facilities as mere buildings and towards 
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treating buildings as an integral part of the company's overall capital asset port- 
folio. Typically, such decisions as acquisition, expansion, termination, reloca- 
tion, and lease versus buy are made within the broader context of meeting 
predetermined goals established by headquarters. Those goals are a mixture of 
financial, operational, and other objectives. Some companies have gone so far as 
to create real estate development divisions whose purpose is to buy and sell 
property. However, that practice is risky, and many have lost money as a result. 

With respect to R&A, companies want to preserve the value of their building 
assets and realize that an effective R&A program is critical to meeting this goal 
cost-effectively. By emphasizing inspections and preventive and routine main- 
tenance, companies keep R&A expenditures in control and have fewer of the 
more costly emergency projects. Fewer emergency projects also allow companies 
to keep annual R&A expenditures at a more even level from year to year. 
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P/D maintenance responsibility - by MFO 

20-Apr-95 

MFO 

Memphis 

USPS maintained Lessor maintained 

Number     Square footage      Number    Square footage 

Combined maintenance 

Number     Square footage 

209       43,140,244 81 1,849,636 51 2,674,331 

Philadelphia 191        41,136,636 69 2,434,335 46 1,779,114 

National total: 400       84,276,880 150 4,283,971 97 4,453,445 

Count includes miscellaneous facilities such as antenna sites and training facilities       Report name: PD-mfo-a 
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P/D maintenance responsibility - by Area Office 

20-Apr-95 

Area Office USPS maintained Lessor maintained 

Number     Square footage      Number    Square footage 

Allegheny 

Combined maintenance 

Number     Square footage 

39 8,450,415 16 426,442 181,896 

Great Lakes 31 8,791,342 177,578 328,216 

Mid-Atlantic 

Mid-west 

Northeast 

Pacific 

Southeast 

Southwest 

Western 

58 8,785,263 

51        12,236,869 

New York Metr 30 8,993,046 

33 6,116,570 

46 9,231,062 

47 8,827,002 

37 7,824,757 

28 5,020,554 

28 1,005,415 

22 636,360 

7 504,890 

11 320,010 

13 218,088 

11 236,615 

13 296,162 

22 462,411 

17 196,262 

17 1,173,734 

7 581,581 

13 491,159 

6 157,178 

10 452,332 

11 754,725 

7 136,362 

National total: 400       84,276,880 150 4,283,971 97 4,453,445 

Count includes miscellaneous facilities such as antenna sites and training facilities       Report name: PD-area-a 
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